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well managed, and the Bank performed some of the functions
of a central bank for nearly ten years. In course of time many
other banks received charters from the State governments.

The first Bank of the United States was founded in 1791 as
a part of the financial plans of Alexander Hamilton. He un-
doubtedly had the early history of the Bank of England very
much in mind. The Bank was given a capital of $10 millions,
sufficient to render it easily predominant amongst American
banks, and the amount was rapidly over-subscribed. Its charter
was granted for twenty years and a loan to the State was one
of the conditions. As in so many other cases, the advances by
the Bank to the Government under pressure from the latter
increased rapidly and soon began to prejudice the Bank's posi-
tion. From 1795 onwards, however, the debt was reduced and
at the same time a body of opinion grew in strength against
the existence of a central bank. It was led by Jefferson and con-
formed with his general desire to limit the power of the Federal
Government. He was in favour of the Government's business
being shared amongst banks in the various States. When the
charter became due to expire in 1811, there was much opposi-
tion to its renewal, the fact that a considerable number of the
Bank shares were held abroad being much exploited by its
opponents. Congress by a narrow majority rejected the plan
for the renewal of the charter, and the Bank was liquidated.

This was followed almost immediately by the outbreak of
war with England. The Federal Government fell back upon
the State banks for loans, and they in turn resorted to excessive
issues of notes. There was a general suspension of payment in
1814 and much of the outstanding paper became valueless.
This, together with the difficulty now beginning to be acutely
felt in making payments between distant places with only a
series of local note issues in use, turned public attention again
to the advantages of a central institution. Opposition to the
strengthening of the position of the Federal Government was
breaking down, and in 1816 a new Bank of the United States
was founded with the sanction of Congress for a period of
twenty years, its capital being of $35 millions. One-fifth of the